
32 

31 CFR Ch. II (7–1–06 Edition) § 205.15 

must allow the Federal Program Agen-
cy sufficient time to meet its disburse-
ment schedule. If the Federal Program 
Agency does not make a timely payout 
in accordance with the terms of the 
Treasury-State agreement, a State 
may submit a claim for interest liabil-
ity. 

§ 205.15 When does State interest li-
ability accrue? 

(a) General rule. State interest liabil-
ity may accrue if Federal funds are re-
ceived by a State prior to the day the 
State pays out the funds for Federal 
assistance program purposes. State in-
terest liability accrues from the day 
Federal funds are credited to a State 
account to the day the State pays out 
the Federal funds for Federal assist-
ance program purposes. 

(b) Refunds. (1) A State incurs inter-
est liability on refunds of Federal funds 
from the day the refund is credited to 
a State account to the day the refund 
is either paid out for Federal assist-
ance program purposes or credited to 
the Federal government. 

(2) We and a State may agree, in a 
Treasury-State agreement, that a 
State does not incur an interest liabil-
ity on refunds in refund transactions 
under $50,000. 

(c) Exception to the general rule. A 
State does not incur an interest liabil-
ity to the Federal government if a Fed-
eral statute requires the State to re-
tain or use for Federal assistance pro-
gram purposes the interest earned on 
Federal funds, notwithstanding any 
other provision in this section. 

(d) Mandatory matching of Federal 
funds. In programs utilizing mandatory 
matching of Federal funds with State 
funds, a State must not arbitrarily as-
sign its earliest costs to the Federal 
government. A State incurs interest li-
abilities if it draws Federal funds in ad-
vance and/or in excess of the required 
proportion of agreed upon levels of 
State contributions in programs uti-
lizing mandatory matching of Federal 
funds with State funds. 

§ 205.16 What special rules apply to 
Federal assistance programs and 
projects funded by the Federal 
Highway Trust Fund? 

The following applies to Federal as-
sistance programs and projects funded 
out of the Federal Highway Trust 
Fund, notwithstanding any other pro-
vision of this part: 

(a) A State must request funds at 
least weekly for current project costs, 
or Federal interest liability will not 
accrue prior to the day a State submits 
a request for funds. 

(b) If a State pays out its own funds 
in the absence of a project agreement 
or in excess of the Federal obligation 
in a project agreement, the Federal 
Program Agency will not incur an in-
terest liability. 

§ 205.17 Are funds transfers delayed by 
automated payment systems restric-
tions based on the size and timing 
of the drawdown request subject to 
this part? 

Funds transfers delayed due to pay-
ment processes that automatically re-
ject drawdown requests that fall out-
side a pre-determined set of parameters 
are subject to this part. 

§ 205.18 Are administrative costs sub-
ject to this part? 

(a) A State and FMS may agree, in a 
Treasury-State agreement, to the fol-
lowing funding conventions for indirect 
costs and administrative costs: 

(1) The State will draw down a pro-
rated amount of administrative costs 
on the date of the State payday. For 
example, the State would draw one- 
third of its quarterly administrative 
costs if payroll is monthly, or one- 
sixth of its quarterly administrative 
costs if payroll is semi-monthly. 

(2) If an indirect cost rate is applied 
to a program, the State will include a 
proportionate share of the indirect cost 
allowance on each drawdown by apply-
ing the indirect cost rate to the appro-
priate direct costs on each drawdown. 

(3) If costs must be allocated to var-
ious programs pursuant to a labor dis-
tribution or other system under an ap-
proved cost allocation plan, the State 
will draw down funds to meet cash out-
lay requirements based on the most re-
cent, certified cost allocations, with 
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